Situation and Outlook for Citrus

World citrus production in selected major producing countries in 2004/05 is estimated at 70
million metric tons, a decr ease of nearly 9 percent from the 2003/04 level. Almost all the
decrease isattributed to Brazil, Spain, and the United States. Brazl’s total citrus
production in 2004/05 is forecast at 16.4 million tons, down nearly 14 percent from the
previous year. Due to the devastation from the hurricanes that passed through major
citrus regions in Florida in 2004, U.S. production of citrus in 2004/05 is estimated at 10.6
million tons, down 29 percent from the previous year. Spain’s production of citrus in
2004/05 has been affected by a freeze that has lowered production. Total world exports of
citrus for major exporters during 2004/05 are estimated at 9.2 million tons, down nearly 4
per cent from the 2003/04 |evel.

GLOBAL PRODUCTION

World citrus production in selected mgor producing countries in 2004/05 is estimated a 70 million
tons, adecrease of nearly 9 percent from the 2003/04 level. Almogt al the decrease is attributed to
Brazil, Spain, and the United States. China’s production of citrus in 2004/05 is forecast to rise to
12.9 million tons, up nearly 3 percent from the previous year.
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Brazil

Brazl’ s orange crop for 2004/05 [Marketing year (MY') July 2005-June 2006] isforecast at 16.4
million tons, down about 14 percent from the previous year, assuming that good weether conditions
prevail through June 2005 to support fruit setting and sSize. The projected decrease in production
for 2004/05 in the Sao Paulo and Minas Gerais commercid areasis based on the following factors:

1) orange trees are stressed from ardatively large 2003/04 (MY July 2004-June 2005) crop; 2)
the off-year of the biennid cycle of the Hamlin and Vaenciavarieties, 3) below average crop
management for some groves during 2004 due to the increase of input costs and lower orange
prices received by producers, and 4) theirregular weather pattern during 2004 and its impact on
blossoming. The rainy season, which historicaly endsin April-May, lasted through July and the dry
season usually necessary to stress the citrus trees before the flowering was affected by the
prolonged precipitation. Higtoricdly, the first blossoming occurs in September, but in 2004, the first
big flowering took placein July/ August. Theranfdl that perasted into July broke the dormancy of
the trees and hastened the first and intense blossoming. The dry westher in August and September
that followed the blossoming negeatively affected flower and fruit setting, thus reducing the producing
potential of the trees. The second blossoming that occurred in October/November after the
beginning of the rainsin October was less intense, dthough with a better fruit setting compared to
the first one.

Brazil’s orange area for 2004/05 (MY July 2005-June 2006) is forecast at 849,000 hectares. The
commercid areas of Sao Paulo and Minas Gerais should account for 649,000 hectares. The total
Brazilian tree inventory for 2004/05 is relatively stable and projected at 253 million trees (215
million bearing and 38 million non-bearing trees), up 5 million trees compared to 2003/04.

United States

Dueto the devadtation of the hurricanes that passed through most of Forida's mgor citrus-
producing regions, U.S. citrus production during 2004/05 is estimated at 10.6 million tons, down 29
percent from the 2003/04 level. Hurricanes Charley, Frances, and Jeanne passed through FHorida's
prime citrus-growing regions, blowing fruit off the trees, destroying trees, and contributing to a
higher-than-average drop rate.

U.S. orange production during 2004/05 is estimated at 8.5 million tons, down nearly 28 percent
from the previous year. Almogt al the decrease is atributed to the sharp declinein Forida s orange
crop, which was revised again in March 2005 to 6.3 million tons, down 37 percent from the
2003/04 level. Partidly offsetting the decline in Florida' s orange production, Cdifornia s orange
crop isestimated at 2.2 milliontons, up 23 percent from last year. However, some adverse
wesgther conditions have resulted in some damage to the oranges.

Hurricanes Frances and Jeanne struck right in the heart of the Indian River citrus-growing region.
Asaresult, Forida s production of grapefruit in 2004/05 is estimated at gpproximately 502,000
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tons, down 68 percent from a year ago, and the lowest level since 1935/36. Last year, Florida's
production of grapefruit accounted for nearly 81 percent of the U.S. totdl. This year, that number
will drop to 56 percent. Texas s production of grapefruit in 2004/05 is up nearly 9 percent over
last year. Producersin Texas are receiving higher grower prices for their grapefruit due to the
smaller crop in Forida.

China

Chind s production of citrus during 2004/05 is forecast a 12.9 million tons, up nearly 3 percent
from 2003/04. Orange production occupies an increasing share of tota citrus production in China,
but the supply of high qudlity fruit will not be sufficient to meet growing demand anytime soon. Fruit
quality isimproving steadily, yet post-harvest handling such as grading, washing, waxing, and
packing remains behind the times. There are no nationaly recognized brand names, and thereis
vey little domestic marketing. Domedtic citrusis mostly early- to middle-arriva varieties harvested
September through December.  As cold storage facilities remain insufficient, domestic fresh citrusis
rarely found on the market from April to Augus.

Although domestic juice consumption isincreasing dramaticaly, Chinese juicing companies
source only atiny share of domestic fruit. Large supplies of juicing oranges are Smply unavailable,
and the short supply season makes operation costs even higher.

Spain

Spain’s production of citrus in 2004/05 is forecast a 5.7 million tons, down 9 percent from last
year. Record-setting cold temperatures have damaged this year’ s mid-to-late season harvest. The
orange crop is estimated at 2.7 million tons, down 13 percent from 3.1 million tons last year.
Spain’s production of tangerines (including clementines) isforecast at 2.1 million tons, about
unchanged from the previous year. However, before the damage to the crop due to weether,
tangerine production was expected to be much larger. A higher percentage of the orange crop will
likely be sent to processing, as producers attempt to minimize the losses from wesather-related
damage. Spain’s orange and clementine producers will likely have a smdler exportable surplus this
year.

However, it is expected in the long run that under the Common Agricultura Policy (CAP) reform,
reduced cotton production subsidies may result in further orange tree plantingsin Spain. In
anticipation, it gppears that Spanish operators have recently built up an additiona 500,000-ton fruit
processing capacity. The increased juicing capacity isfor 11-brix juice, which is popular
domedticaly and throughout European communities.
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Cuba

Cuba s production of citrus for 2004/05 is forecast at 279,000 tons, a decrease of nearly 36
percent from last year. However, it isvery difficult to estimate Cuba s production, given the lack of
information coming out of Cuba. It has been reported, though, that Cuba s citrus production was
affected by the hurricane season during 2004, causing damage to the citrus crop.

GLOBAL TRADE
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Spain

Spain’s exports of total citrus during 2004/05 are estimated at 3.3 million tons, a decrease of
470,000 tons from last year, mainly due to the reduced availabilities because of the cold wesather.
Oranges are estimated a 1.3 million tons, tangerines a 1.55 million tons, and lemons at 450,000
tons.

United States

U.S. exports of citrus during 2004/05 are estimated at 960,000 tons, aforecast drop of 15 percent
from the 2003/04 level. The total comprises 650,000 tons of oranges, 190,000 tons of grapefruit,
100,000 tons of lemons, and 18,000 tons of tangerines. Most of the drop is attributed to grapefruit
exports. Although the orange crop in Cdiforniais forecast to be up this year, some adverse
wegther conditions have resulted in some damage to the oranges.

With the devadtation to the grapefruit crop, U.S. exports of grapefruit during 2004/05 are forecast
to decline nearly 52 percent to 190,000 tons, down from 395,000 tons in 2003/04. Japan,
Canada, and the EU are expected to remain the top markets. Of thetota U.S. exports of
grapefruit in 2003/04, Japan accounted for nearly 53 percent.

Technical Assstance for Specialty Crops (TASC) Funds

The TASC program is designed to help open, retain, and expand markets for U.S. specidty crops.
Resources are provided to address unique barriers, including phytosanitary or related technical
barriers, that prohibit or thresten the export of U.S. specidty crops. Specidty crops includedl
cultivated plants and their products produced in the United States except whest, feed grains,
oilseeds, cotton, rice, peanuts, sugar, and tobacco. The TASC funds became available during 2002
when Congress created a new trade program specificaly aimed to aid specidty cropsin the 2002
Food Security Act. The TASC program is funded a $2 million annudly, beginning with fisca year
2002.

Market Access Program

The citrus industry received over $6.5 million to conduct promotions overseas under the Market
Access Program (MAP) for MY 2004/05. MAP has been instrumental in expanding markets for
U.S. citrus in Canada, France, the United Kingdom, China, Hong Kong, Japan, South Korea,
Tawan, and other countries. Consumer and trade promotions are developed for fresh oranges,
fresh grapefruit, lemons, orange juice, and grapefruit juice. Theindustry shares the cost of
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promotions under the program. After last year's hurricanes in Florida, promotiond efforts had to be
prioritized based on product availability. The U.S. citrus industry expects to return to normal levels
of promotions this coming season.

Korea, South

During MY 2003/04, Korea simports of oranges rose 8 percent over the 2002/03 level. Almost
al imports—97 percent—are from the United States. Beginning January 2004, the orange out- of-
quotatariff rate dropped to 50 percent, equa to the in-quotarate for the firgt time, effectively
eiminating the quota. Reports from Korean quarantine authorities that they had found Septoria
citri on some U.S. shipments resulted in atemporary import suspension on oranges from some
parts of Cdiforniain 2004. However, the United States maintained a dominant pogtion in the
market since the import suspension was imposed in late April, which was the end of the season for
Cdifornianavel oranges. Even though the import suspension was lifted, Kored s imports of oranges
are forecast to only reach about 50,000 tons in 2004/05.

Japan

Japan’ simports of citrus during MY 2004/05 are estimated at 445,000 tons, down about 13
percent from the previous year. Of the total, 220,000 tons are forecast to be grapefruit, aong with
127,000 tons oranges, 87,000 tons lemons, and 11,000 tons tangerines. The United Statesisthe
magor supplier, accounting for 72 percent of the tota in October- September 2003/04. However,
the U.S. share of Japan’simports is declining, while South Africal s and Chil€ s are increasing.
South Africa s share hasincreased to 17 percent in 2003/04, up from 13.6 percent in 2001/02.
Although Japan’ s consumers like the taste and qudity of U.S. citrus, Japan’s authorities continue to
take steps to protect the domestic citrus industry, which produces unshu oranges. The Japanese
Minigtry of Agriculture, Forestry and Fisheries (MAFF) and grower cooperatives set production
and marketing guiddines for Unshu Mikan in an atempt to maintain order in the market. In
addition, to limit the imports of oranges during the distribution season for its domestic production of
unshu oranges, Japan imposes seasond import duties for oranges. I mports during December-May
(the key marketing season for U.S. oranges) face a duty rate of 32 percent compared to 16 percent
during the rest of the year. Jgpan continues to be an important market for U.S. grapefruit; however,
during 2004/05, Japan’ s imports from the United States will be reduced due to losses caused by the
hurricanes that devastated citrus production in Forida

CONSUMPTION AND MARKETING

Totd citrus consumption in MY 2004/05 for the mgor producing countriesis estimated at 62.4
million tons, including 37.4 million tons of fresh consumption and 25.0 million tons of processed

April 2005 6 World Horticultural Trade &
U.S. Export Opportunities



consumption. Processed consumption is basicdly for the processing of oranges into orangejuice.
Of the totd citrus for processing, nearly 83 percent isoranges. Thetotal processed represents a
decrease from the previous year of nearly 20 percent, mainly the result of the smaller Brazilian and
Horida orange crops.

United States

A large part of the citrus produced in the United States goesto processing for juice. Thisyesr,
about 68 percent of thetotal citrus crop is forecast to be processed. For oranges produced in
Florida, normally 95-96 percent of the crop is processed for orange juice. Even if that processing
rate continues for this year, just the huge drop in the crop sze will result in fewer oranges going to
processing. See aso the Orange Juice specid feature article. For grapefruit produced in Florida,
the amount going to processing varies, but has ranged from 59 to 63 percent during the last few
years. It isexpected that with the strong demand for qudity fruit and the lower Horida production,
the percentage of the crop going to processing will be lower.

Brazil

Brazil’ s volume of oranges processed in 2004/05 (MY July 2005-June 2006) isforecast at 11.3
million tons, which is about 69 percent of the production level. Since only asmal amount of fresh
orangesis exported, most of Brazil’'s production is headed to the processing sector and for export
of orangejuice. The amount used for fresh consumption (mostly domestic) represents 31 percent of
thetotd.

China

China s consumption of fresh oranges closely follows its production level. About 93 percent of the
total citrus produced is consumed fresh within China, and about 4 percent is processed for juice or
canned production. Canned citrusiis primarily produced in Zhgjiang province. Canned “mandarin
oranges’ dominate processed citrus products and canneries depend heavily on exports. The
domestic market islimited, as consumers prefer fresh fruit that iswiddly available. Right now
imports of citrus (mostly oranges) represent less than 1 percent of fresh consumption. Tariffsfor
fresh and processed citrus reached their final bound rate in 2004 following China's 2001 Accession
to the WTO. With no further tariff reductions scheduled, the effective rate [tariff + vaue-added tax
(VAT)] remains high, between 25 percent and 50 percent for most items. U.S. exports of oranges
to China account for alarge share of the country’simports, and China represents an important
developing market for U.S. exporters. However, reports indicate that the future growth in imports
of fresh citrusislikely to come from Southern Hemisphere citrus.
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The Attaché Report search engine contains reports for citrusfor several countriesincluding
Egypt, | srael, Japan, Korea, Morocco, Spain, Turkey, Greece, Italy, Mexico, China, Germany,
Australia, Brazl, Argentina, and South Africa. For moreinformation on production and
trade, contact Debra A. Pumphrey at 202-720-8899 or at Debra.Pumphrey@usda.gov  Also,
please visit the citrus commodity page: http://www.fas.usda.gov/htp/horticulture/citrus.html
for the latest information. For more information on marketing issues, contact Sonia Jimenez
at 202-720-0898. Data for these countriesfor citrus can be extracted from the USDA
production, supply, and distribution database located at www.fas.usda.gov/psd
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